
hereafter disclosed. thro~g.h no ~t. omi !'>ion or faUlt of su.:h Part)'. in any ma::ner making it
available lO the ie:leral public.

Ft~lj, this e es ee I
~ Agreement s.~1 be governed by the'
of the State of Michigan without rtfere to c

n I I N v 14

29.6 Go"wning Law. Mr all eleu..! ~Met t:!m A~feemeP\\ ~at Me ~!~e~ ilpefl :ssces
wifai:H \:he j ..,i~tieB (~/ Sf e~~) ef toM FCC, ~ tllEltilfw jlciFlseistieR 11M Rf'Ae9;'
iet all iRiefl eleims 5r.aJ1 ee as ~re"'~e~ fap ~ H-.e R:C aM lJte J~e!. Fer all e-ja~s ~R6ef :~j5

AgreemeTll thftt !l:R!~ ljpeA IM\:I(1 ..~~ Ute jl:H'i9Qi,~ (pPim!r,e or eW~ige) ef ~~

Qemei,eieB, \Re e~h:lli ... e j'dMele1.i9A fef ..II &\ieh eH.i:Ies INn he 'iIo'i~ 3tlefl CeJl!Hfti5!lief!. fInG
, .

tbsll §ubmtl to the &ommipign its vq!i?D or ~be lJID!ininJ lapguagt tor lnis ?FctioD p ~
language IppT9TES' by tht ComltliMioninaUbe gt t'orthin atl &mPDdmrrrt bg~OLsubj~d
to each Party'l right to apPSal- (

i t'
Z9.7 TiU';e.5, Each Par.)' purcl\a.sin~ rvices h~rt'Ur.dtr sr..all payor oLje;-,l,Ii.s: be

~sponslble for all federal. 5tate. or It,,aJ Salcs, u e. el.cige, gross re::eipts, U'ans~clici: ct ,:mii~[
taxes, fees or sur.::harges Jevi~ against o~ ujJon uch rnm:;'asing Part)' (cr the pro\'id;:;~ Pany
when su-.:h proYiding Parry is permitted th pass along to the purchasing Party such ta:x.:s. fe::s
or surcr..arges), e:=:e:ept fOT any tax on ~ther Party's c0TJ:l0rate exister:ce, status cr ir.come,
~never p05sible, L~es~ amcnmts shalljbe hili as a separate item on the invoic:, To tr,e
extem a s.ale is c;a:rned to be: fer resall! tu ex lption. the purchasing Parry shall fJ.rT.1S~ the
providing Party a proper resale w: e~em~iOD c ific:m as authcrize:l or ftG'Ji~ by s:.;,,~~t~ c:
regulation by the j~ri5dictic:l providing ~1tJ TeS3It ta~ e;r;emption. Failure to rime:y provide Sll~:J
resale tax c::xcr::Iption ce:-lificat: will re.dl i:'l nJ e~emptlon beir.g avai2able to :he ~:ch<Lq~g

Pan), 1 I
:29.8 Non-A.!.s.ignrnent. Neirhe Party !W1Oly iissign cr trar,sfer (whether by operatio;o. of

law or othe:wise) this AgIee::1en: (Qr a y ngH:s or ohligations hc:reuooer) to a (tiiJ Pil!1\
without the prior \l,'rit~!t'\ co."'lsen: of the other P~!'t)'" provided L'"..a: eac:h Pa..-ry :Tl~~ essig;: th:~
Agreerr.er.\ [0 a c:o~c:'a.:.t AfTlJ:dle or aD d:ittyunder its common cooool or an e;;li:, aC:;U;;;j;~
a]] or ~~bsra..'irially a;] of irs a.ssets cr equi~Y by proyjding pTior \lr'tir~n ~otj,: to the ~th~; Par.)
of such assign.:ne::t cr transfer. Any attrn1~eti assigrunc:::lt or transfer that is not pe;.ni~!~d i~

void ab initio WithO\l( Emi:.L"g. Ll:e generalirj of the foregoing, t::i3 Agreement shali be I':::",~ i::E
t:pcn and shall iJj\.i~ to the bexfit of tbe Parties I resp~tjye su.c::essors and assigr.s.

)

29.9 :'\on-Waher. Faiiure of eiLter Par.y to insist Oil pe::-ormance of a:;y :~nn C'r
cor.c:tkn of this Agieeme~t or :0 e~eT:i.se ~ny right or priv~lege hc~ander shall no: be :Qm:r"''':~C

115 a ~r.tlrn.::~ O~ ~l.lt:;ie wa.iv~ of such term, condition, r;ght or ;::r.vi:ege.

29.10 Dispured Al'tU)u.nts

45
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I
Trress remedies shalll bQ QXCiusive of all ether remedies against
Amerilech or Exclisnge Carrie'r. their affiliates, swbsidiaries or
parent carporarlior (ir'Fuding their cj~ors, cfficars, empioyees or
agEl~). i

!

i
I .

misconduC:) .. whB"J1erlin contract or in tort. shall be I'lmited ~ a
credit for tr.G actual cOst ofthe ssr\'ices or functions not perlcrT.'ied
or impropsny PGrtorrrlrid. .

Neither party Shall.he~eBny ti~bHity wratsoever te or thro~gh :he
other for any indirec"(,lspeciaJ. lor ccnsaquemlal damages,
inCluding, b..rt not limited to' 1093 of anticipated profits or revent.,;e or
otl'ler economic IC!!5 1M ccnnedion wrth or ari!ing from enythirg
said, omitted or dor.ejhereunOer, even if the other party I"as !:esn
adv:sed of the pcsslbllty of sUch damages.

1,
Amerit&ch il r.ot Iilibla for the accuracy and content of CNA date
E;tc.'iarlge Carrier deli~rs to Ameritech. Rather, E,,(changa Carrier
Is responsible for the Eccuracy and content of such data and
Ameritech is the c:Jsnk2ian of Such data and fS responsible fer
maJnt8!nlr.g '..he aro..;racy and ccnlent of that date as delivered.

NQ~lt"1&tar.Ging AFR~8QhJe QQFsernent :9 i"\Qef1oni:f:!j EiGflla:nee
l'16re)q, ",r.csr 1'1; cirsJm&tanS8e shall ,A;ne~e9h in&'df anyiB£i:ty,,
direct er ine+n;d, tg IlIn~! ~eF6Gn w:nG gials .r at1Bl"Tlf* to dial, t~
sigita 'l;- ~ ~' Qr h; 8F1~ ~Pe;·~oo en 'Ni'lo6e behalf a 9 ~ 4-~
~Qn Of ~ef9re Ngyember 30, 1996, the Parties snail s~bmt :e
the COm'TljS5iCQ an a;reed YC9l"\ provision establishing
regyiClm@Dt! relatingtlo creating limitatIons of liability In TCG's
tariffs and contracts. ~n the absence of such agreement. each
Pam shall sutxnit to the Commi~icn it! version c( the Bpcrnt:r:~e

lencuece

610

5.9

8.8

6.7

7. a R9CO~ RetentiCli

~ as otherwise req..;irad by law or~d to :n wrrtin~. eac....., ?a::y

shall majr:taj~ all books, records, contrac:s, ins1ruments, dcta and other

c~ments, ir.ciuding all ac::::unting reccrds, alid flny ether ii7forrr.a:ion tt'at r-ay

be sterad on ar.y comp~-ter :7iedium (~llectiYejy, the "Records"), relati~g ::: ~e

perormance of its ob::~~icr',s under this Agr-eerr;ert fur Q period whic."1 s.'-:aJ) be

the greater cf: (I) twelve (12) :1'\Orihs, (except for mechanized records v,h'd':

snail be kept for two (2; ~cHh5) or (li) 6ach party's existing corpcrata reccrcs

10

-- --. . ~ --- ~ _. -- - =
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Q.

A.

~,
~

t
~

"
6 Q.

A.

3

9

~o

II

Q.

.-\ .

, -

Q.

.-\.

"""-nat is the purpose of your testimony in this case?

I ',viU be revie',l,'ing Ameritech Michigan Inc.' s (ACT) application for a license to

prov:de basic 10C3l exchange service in the ~{ichigan exchanges of Ameritech ~lichigan

and GTE Nor..h and then presenting a number of options for Commission

consideration.

'('yl1y ·,l.,ill you be presenting a number of options?

A:":er my participation in :.he previous application by ACT, the passage of 1995 Public

.~c: :'16 in ~1.ichig:aIl and the passage of the federal Telecommunications Act of 1996, I

believe the issue of liceilsing ACT is not a simple matter. A number of options appear

:'0 be available to facilitate Ameritech' s participation and contribution co the

imroduction of additional competition in the telecommunications markets in ~Echigan.

'('y11'1 do YOU believe tJus is not a simple matter?

I ::-.3.ve concern about the timing of this application and .-\merite~~' s enrr:v' mto ::'e

~:,,::crL-\T.-\ long distance market within the State or :\tic:Ugan. It seems to me that

.-\0'5 sole justitiwQon for a license La provide basic local exchange service U'l

~iichigan is w1e company's peception t..1at customers want one stop tele~ommurications

s::opping.

wnat makes you say that':

.-\C1 \.vitness Dr. David Tcese begins a discussion (T-145) in which he lauds the

benefits of integr:H.ed se:,'\:ice offerings consisting of local. long distance and other .-\C
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services. Witness \1r. Ryan Julian ("I-553) concurs with Dr. Teese's belief that one

stop shopping is be:1ericial. \1r. Steve Nowick, the president of AC1, indicated :n a

press rele3se issued on April 11, 1996 Exhibit S-_(WJC-l) that he belie'/es one stop

shopping for local and ~ong distan~ service is one of ACT customer's needs.

5

6

s

9

10

Q.

.-\.

Q.

.\.

Do you disagr~ that there are competitive benents associated ',l,'ith the one stop

shopping for telecommunications services?

No

\Vhy then do you :-:ave concern with this application?

First, one stop shoppir,g coes not appear to be a basis for issuing a license. Act:;9. as

amended, establishes other criteiia. Second, should the Commission issue ACT 3.

license to provide aasic lcx:al exchange service in the ser·... ice territory desc~.beC j; the

..,

,.-'

~4

" Q.

:6 .-\ .

application. G"le company's holy grail of one stop shopping is still not ')...iL~in :r..s r:l.Sp .

ACI ~e;n:.Uns oa.:-:-ed ~:t'om ?:t'oviding :nterL\TA service until Ameritech compLes '),'itl"l

cer-u1in provisions of 'lne federal Telecommunications Act of 1996.

If L'-:at is the case. ·.,l,·hy not just ',liait for Ameritech's compiian~. Tnen move on:

\Vith compliance Gomes .-\merirech' s ability to jointly market local and toll se;-vice.

This raises the question of ',l,'hether .-\C1 even needs to provide basic local exch::..'lge

ser/ice to offer or,e secp shoppl11g. T:1e proposed order which was pendi...'lg before :he

r"ede:-Jl court "l,nen :.he ~ece;ul Telecommunications Act was enacted requu-ed :"~3.t bOL1

local a.nd :oll scr,.. ices be provided by the same, sepa...'"3.te subsidiary if they we:-e :0 be
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jointly marketed. However, a similar requirement was not included in the :'cderd

I-

3

.1

5 Q.

r:.u

.-\ .

9

:0

.J

. ,

Te!e:ommur~cations Act of 1996. There appears to be no requirement in either state or

federal law which "x.ould prohibit Ail1eritech from jointly marketing the toll ser;ices of

ACI with the local ser/ice of Amer:,e:h Michigan .

Since Amer:tech must offer interLATA toll se:-,.;ice throug~ a separate subsidiary,

would you consider jointly marketing Ameritech Michigan local serlice and ACI toll

service as a bit conrJsing to customers or potential custorr.ers?

On the conc:-ary. In my opinion, customer confusion may result if 1',1,'0 subsidi2..ries of

the same cOQOration are per::1ined :0 offer the same local service. Customers ::light

misunderstand that Ar:-:er:,ech Comr::uni~tions as basic local exchange provider is

different from Ameritech ~1ic~igan as basic local exchange provider. .-\ny con:".lsion

which might result give:1 the OL"ler alternacive (i.e., ACI provides t.he toU a.nd

.-\ITier:tec~ '\[ichlg3.n ?rovides the :o.:.:ll) would at most be shoft lived anyho',li i:-l :ny

0plnlOn.

''i

:6

. ,
'-<

:0

Q.

.-\ .

Q.

\A;l1y do you believe this to be the case?

Becluse tf,e separate suosidia,r:; req'.lirerr.ent for L'1e provision of toU services .:.3J1 go

away as early as \x.:iLlin three years. It 3.ppears Ameritech .\f.ichigan could :r,en offer

both local and toU ser;i.c~s a.n:;now.

\\nat s~dards must .-\CI meet to :-:ave this Commission approve :.he compan\" 5

appiiwtion for a License';
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.-\. The Commission must review this record to determine if ACI has sufficient ::inanci31,

technical and managerial resources to provide servic~ throughout its proposeri se:vice

territor,:. ~ext the Commission must assess the impact of granting the License on the

public interest. In rr,a....'<:ing :r.is review, the Commission must be cognizant of ·.:'e

requirements of Act 1-9 Section 203(3). This section Lndicates "The burden of provir;g

a case riled under this a.ct s;:all be with tf,e party riling the application or complaint"

\\'l1at evi.dence exists that .-\C1 has the necessary financial resources?

AC1 relies on the testimo"y of one witness, Mr. Patrick Earley, to identify the r"ina;lcial

resources available to AC. Toar discussion begins on T-396 and continues ~fu'ough

.i04. This segment of the record is the witness' direct testimony. Cross examinarion,

redirect and recross examination are contained on pages T-405 through T-.168. 'ltle

witness offered seve:7J. ex...libits ';"'hich '.",ere fi.nancial statements of Ameritec~.

However since L":e wit:"\ess ',l,'as not conversant with t.he exhibits. U1ey were :-Jot ::lade 3.

par: of L'le record (1" -i.-5), At this time L1e Commission has only this record :0 j ustif:;

tJ1e rinancial resources availabie :0 .-\C1. This record is the direct ~esti:r,ony or one

witness, :he associated cross examination an organization chan of ACT {A-1"l and .-\CI

offi~r resumes (.-\-18), r~r~1er, this record also shows ~f.r. E.1riey did not :Cow,

',I,'ithin an order of ;;:apicuce, the rinancial resourc~ neeCeD to lOU out basic local

exchange service to Lh,e exc:-:anges listed :.11 the appliCJ.tion (T-J.191. Fn3.lly AC1 ~l3..S an

mnual nnancial s~teme:E, but e~ected not to provide it in this ;Jfoceeding (T-.i:71.
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Q.

'"\ A.

3

..j.

.:::
~

6

S

9

~O

,
J. .

i_

. -)

J.

::

. 0 Q.

.i...

: 3

:j

.... ,'""..

\\l1at evidence exists that ACI has the necessary manager-:al resources?

This record and the discover; phase of the CAse presents L1e Commission with a

dllemma. ~fuch of the business plan for ACI appears to lack any detail. Al:hough

witnesses Julian and Earley identify the general categories or proposed services a.r1d u1e

currerlt '),;ork force. Exhibit's S-31, 33 and 35 show the compa.ny has not m2.Ce

projections conceming the magnitude of discounts needed :0 be protltab1e on 3. rescUer

basis. Further, no pric:ng plans have been flnalized. Also ~fr. Earley testif.ed he jid

rlot know how much sLaff:ng 'Nould be required to provide service consistent with

.\C1' s application.

In addition the com;Jiexiry of the Ameritech Corporation and :he almost iderlcic3..1 :Jrut

:-lames presents some uncert.ainty about who sells 'Nhat serv:ces to ',I.;horrl and on ',:.,ho:se

behalf.

The Commission :nUSt determine .."hether this ambiglJi~; and :2ock: of speciTIci~; :s :he

result of a yoorly prepared presentation or a plan :0 re~e:L~ a mirjmum amount of

infor:TI2.tion hoping it '",ill be erlough to satisfy regulators.

\\'n2ot evidence exists that ACI has the necessary technicJ.l resour~s?

ACI :.ntends to or:er basic local exchange service as a reseUer and facilities based

provider. The company lS not exactly sure when or where :t 'w'ould opt to conscrJc:

;"acilities. This is pointed out 'J'j .\C1 \liitn.ess ~fs. Diana Cc.r:tu on T....is'+ ' ... 'Jt.:t at

some ?Oint. ACI rr.ay ~so provide local exchange ser,.. ices Jsing i::.5 own facili:'es.'
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ACT '),;i11 be utilizing resold long distance services and concludes that the provis:on or

resold lowl ser';lc~s requires no additional technical bowledge. In addition, the

,

l

) Q.

~

S A.

9

~o

, 1

..,.-

-;

.-

", -

~

.V

Q.

company believes as pointed out on T-484 the technical knowledge and resour.:es

needed to resell are complimentary to Lh.e construction of facilities.

\\inat is the Sta;:';' s ~e<::ommendation related to the financial, managerial and tec~.r:i::2.

resources of .\CI and :"le compar,y' s ability to provide ser.:ice to customers ~ec;·~esC:~.g

such service:

Staff believes d1is matter is quite subjective, Unlike Case ~o. G-I0934, ACr' s ~ast

attempt to get a license. the compaI1y has supplied more information related to '.:-,ese

factors. Sta.:"f 'JeLleves that Arneriteen Corporation ~s a major player in the

telecommunications market place. Based on publicly available financial Goc:JrT.e:ltS

Ame~,:ech COQOr:ition has proven it is able to produce prorits at levels unhear::: or" ill

L'1e ?revlously reg'Jla:ed rT'.onopoiy :ele;:ommunications envlronmer:t. in :t,2....1:.::.ses

.-\meritech :s offe:-ing c:Jtting edge technology to its "high end" or "commLinic",:':'ors

inte:1sive" customers. It seems likely I.ht .\meritech Corporation could i:-::''\lSC .\G

',!v'ith the cOQOr:ite resources :1ecessary to ~tisfy .\-iichigan's licensing reqt.:iIe:-:-:e;.:s.

1:1e Commission however must determine :r the record in :his case c:early :~es::-::.tes

that fact.

T:-,e :-.ext :na.tter :0 be (e;:Ut w;th if. '~'lis appuCJ.tion is the impact gru.nting :..~e :'::ce:1se

"'''''ouid have on :he pectic interest. \Vould you discuss the public :n,erest cor.ce;:-lS
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which the Commission must deal with in L1is application?

5

: i

'J

A.

Q,

.-\ .

The Commission is ;"lot required to detennine I,J,-'hether granting this license is in the

public interest or enhances the public interest. The Commission must only deter.nine

that granting a lice:15e to ,-\C1 is not contrary to the public interest. At first, t..1e

concept of ACI com;:>eS;g '),!ith .-\meritec~. ~fjchigan for loc3..l service docs :wt even

pass a reg'Jlatory "red :'ace test", The tllOUght which immediately comes :0 mind is.

-How can a major. dominant company competing with itsei:' do any thing 'Jut J3Jl11 the

public interest.'

The next thing tJlat comes to mind is whether the Commission should issue a license to

ACI \l;'hen one could argue ACI docs not neerl it to provide one stop shopping..-\5 r

stated e3Jlier, Ameritech CJJ1 :ointlv market local and toU once it satisfies me

'f competitive c:-:e.cklist" 3.rtC enters the interLATA toU market. FlJnher l.,1 :.hree vears

:he r-~uireme:1C for 3. separate subsidiary CJJ1 be removed obviating the :1eed for- dual

:ice:1sing of ACI and .-\meritech ~lichigan. Tne Commission is facee \l,:ith dete~ini..'1g

',l,'het.her granting .-\C a ;icense is contrary :0 the public interest because .-\C :T:2.de 3.

2orporate decision to \I.'am a license raL1er than any reD.uirement :hac it ne:=ds a license.

Is tJ1.ere a JOssibiuev ~hat ever'ione would be 'Norse off, therefore the 'JUOGC ~-l~erest
10. .. .. ...

harmed if ACT sot 3. :icense:

~o. Obviously ACI's ,eJ.1 competitors '.vould be harmed because t!:e:-e ',l,.'as a ne'),.'

:IJ T"'is is :lot harm ~.owever, it is competition.
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T/ere are :.l-jree ;;rimary categories of customers \,Jy'hich \1,':11 ~x.;st if ACI :s g'::.r:::::d 3.

lice:1se to provide basic local exchaI1ge service in :\uchigaJ1. One would be these

customers :.~at el~: :0 have non-.\C1 providers for both toil and local ser..':ces, -=-.-.e

second would be u10se customers "liho elect to have ACT provide toll and local s,-::,""yice,

Finallv L1ere would be :.~ose who el~t to have a oon-.-\C1 toil J!"ovider and .\r7",e~.t~~. .

\Ec~ig2.f, :Jrov:ce !oc3.1 ser..·ice. I 'Jelieve the impact on the pebtic interest sr.ol.;;d 'Je

measured 'Jy irnpact or. u'1e third g,oup of customers--A;:;eritech Michigar. loci. se;-,/:ce

customers.

9

11

Q.

A.

Q.

.\.

\\"11at ',Jyould you consider not conL.-ary to the interests of :.hose customers?

Simply :,h,at group of c'Jstomers should be no worse off ~'1 terr::s of se;-"ice. :Jri,ce.

cualirv 3!ld new ;Jroouct availabiury than they would have bee:1 absent the licensins:: of
.. "'... J "" __

.-\C1.

G/e Commission could issue a license for AC1 with certain conditions, T"-:e cc:-:ci:ions

must :nclude 1:e ::-2.ditional se;'\<"ice requirements such as 91:. directories. e:.::,

Tie Commission must also r~ognize tf,e distinct possib~liry :i:a: ACT as a s'Jos:ci::L.-::

ACI should be ~rrr'tirte.d to provide :cx:.:ll sC:--'ice

:3 solely :hrough resale. Should ACI be permitted to build r"acijties whic~ c'J?;ic::.:e

.\:ne:-:'t~:-J :\fic~cigan facilitieS and .\C1 ultimately be:omes an .\merlt~h busir.ess :..:r..it

:-3.Ll",er :han 3. subsidiary. the CJ.ptive customers ·;.,ill be 'J;j[(:::e:-.e.d with re.cuncaT::
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facilities and costs. Acdiuonally, during the interim three year period, if :\1.'0

subsidia.ries are rec.uired :0 compete for available corporate fulloing for u~e provision

.)

.1

5

6 (~

...-!.'

.-\ ,

3

'9

· .,
.U

· L

"\

.
..

..:

.:;

·0

,-
.'
)

'J

21)

and enhancement of ul-:e S2...'ne basic local exchange sety'ice, the Ameritech ~Lc~iga...'1

captive customers are likely to be the losers. Competing for other corporate resources

mav occur as '''''eU.

\\-nat about the :Jrotecrion existing in :he ~"ederal Telecomr.1unicatior.s Act of ~9S6?. ~

I do not believe the Com:-:-.ission is required to, nor is it good regulatory ?Qlicy ~'or the

Commission to order or rec.uire that a licerlsee obey the law. Legal behavior is

expec:ed!

Cnfortunately the record ::1 :.,,~is case points out the Commission cannot rely on

strJcrural safeguards alone. For example on T-1'7-i and in CCACOO60 Dr. Teese

admits he relied on conncential informacion related to the :ocation of U. S. Siz!lal's

:1etwork whic~ he received from .-\.meritech to develop :'lis testimony as a '",itr:ess ~'or

ACT. .-\dditionaily Bill Cole of ACI was previously responsible for the cer.t..-al or'r:ce

"""rO"l"-:oru'n o :or 'me"";t;>.~;" IT", "'ow is :n +'" "'moloy 0'- 'C1 u e '''~'';nll''" '0"";"''''':I Y~.1. ~ 1 .""'\ .. J. ..._d. n .......11 .. .i...Jl 1"..................... .. 1."'"\ • G \...-..... .. ~~': ~ .=)
neC',l,iork informacion abee: .-\.C1's comperitor-.-\.:nerirech :'vfichigan with him. T:;e

~earing in this C3.Se ~s ar,et.":er example. .-\.:torneys .-\:ny Cark a.nd Da...l1ie: De:i,low

represent .-\.C1 one day 3.:',d .-\.meritech ~lichigan the f1ext. Tilis \~iould surelv result in

w1e spillover or tJ"le com;Jlexities of ::r,e telecommunications indus~y and ?Qssi~[y

COnfIdential knowledge Si;-;1ply by the very nature or the positions :hese (",-,,':0 ICrsons
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occupy in the organization, not by any illegal a~tion. In short, the federal safeguards

may be inadequate to prevent Ameritech from using its monopoly or at least dominant

position in a manner contrary to the public interest without additional protection.
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Q.

A.

Q.

A.

Do you believe the Commission should deny ACI's application for a license at this

time?

Not necessarily. If the Commission grants ACI a license, the Commission should do

so with the awareness that doing so will not produce immediate one stop shopping.

Ameritech must first be granted permission to provide interLATA service. Any

protection associated with requirements for structural separation of ACI from its

affiliates for the provision of interLATA toll services may disappear within three years.

Further. Ameritech cannot jointly market local and toll services at all until it is granted

permission to provide toll service. When it is permitted to provide toll service, it

appears Ameritech could jointly market the toll of ACI with the local service of

Ameriteeh Michigan so there is no necessity to grant ACI a license even then. Finally,

even if Ameriteeh wishes to provide local service out of the same subsidiary as its toll

service, the requirement for a separate subsidiary may disappear in as little as three

years. Both local and toll could then be provided by Amerirech Michigan.

Do you have any additional concerns about ACf's application?

Yes. In Exhibit S-4.0, a discovery question and response concerning whether ACI

would attempt to designate itself as a provider with less than 250,000 end users in the



coincident with ACr s entry into the Wchigan interLATA toll market

2. Issue a license to ACI containing the traditional requirements, effective

toll market.

effective date coincident with ACT's entry into the }'-lichigan interLATA

1. Issue a license to ACT containing the traditional requirements with at:

Commission could do one of the following:

Staff believes to minimize the possibility of adverse impact to the public interest, the

would not be contrary to the public interest.

licensing in Wchigan. Finally the Commission must satisfy itself that licensing ACT

showing it has the necessary fmancial, managerial and technical resources required for

Commission must determine whether ACT has successfully fulfilled the requirement of

Of course. In considering whether ACI should be granted a license, I believe the

than 250,000 access lines on end users.

Commission should first assess whether the license is needed now or at all. The

the purposes of PA 179 as amended ACI would not be considered a provider with less

Would you please summarize the Staff position?

Commission opts to issue a license to ACT, it should do so with the condition that for

than 250,000 access lines or end users. Staff therefore recommends, that if this

escape the requirements of PA 179 as amended by claiming it is a provider with fewer

Michigan Public Service Commission
Case No. U-11053
Testimony of William J. Celio, Part II
Page 11

State of 1-fichigan, the company refused to respond. Staff believes ACT should not1
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and effective only as long as the separate subsidiary requirement exists

for the provision of interLATA toll serv·ice. At the time the separate

subsidiary requirement is removed, Ameritech will have to agree to

surrender the license to provide basic local exchange service in ~lichigan

for either ACT or Ameritech Michigan.

6

7

8

9

:0

11

12

13

3.

4.

5.

Issue a license to ACT as in Number 2 above but additionally require that

basic local excha.:1ge service be provided or. a resale basis only.

Deny ACT's license request. Joint marketing which could include the

toil pro<iucts of ACT with the local service offerings of Ameritech

~lichigan obviates the necessity that ACT provide basic local exchange

servIce.

Deny ACT's license request on the basis that ACT has not satisfiee the

requirements of Section 302 of Act 179 as amended.

14

15

Q.

A.

Does this compiete your direct testimony?

Yes.
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AJ.\1ERlTECH ONE STEP CLOSER TO PROVIDING LONG DISTAJ~CE IN ILLINOIS

CHlCAGO, April IlIPRNewswire/-- illinois consumers are one step closer to getting both their
long-distance and local phone service from A.meritech.

The companys long-distance subsidiary, A.meritech Communications, Inc., received a hearing schedule
today on their pleading filed VoIith the illinois Commerce Commission in Springfield to request
certification to provide long-distance to all illinois consumers and businesses and local service to
consumers in Ameritech, GTE and Ceutel franchise areas. As a separate subsidiary of Ameritech,
Ameritech Communications is required by law to obtain ICC approval to offer both local and
long-distance service in Illinois.

Approval from the ICC would allow Ameritech Communications to offer customized packages of
local, long-distance and cellular communications services to alllllinois residents and businesses, after it
meets the provisions of the recently enacted federal Telecommunications Act of 1996.

Ameritech expects to provide illinois residents loug-distance service by the first quarter of 1997.
"Our customers have told us they want the option of having a single company provide them YVith all

their communications needs," said Steve Nov.tick, president of Ameritech Communications, Inc.
"Obtaining certification from the ICC is a critical first-step in meeting our customers' needs for one-stop
shopping that combines local and long- distance service."

"This request simply brings us closer to being on equal competitive footing with other communications
proViders who already have this authority," he added.

Once it has the necessary regulatory approvals, Ameritech Communications plans to purchase local
service from Ameritech, package it with its own long-distance service, and resell the combined services to .
Ameritech customers.

Ameritech's own long-distance network will. serve customers in its five-state region. Ameritech
announced in February that it 'Nill. use WorldCo~ Inc. to complete long-distance calls outside the
Ameritech region.

Ameritech has been providing cellular long-distance service in its region for the past si'X weeks, under
provisions of the new federal telecommunications law. To date, the company has signed up more than
300,000 customers for its cellular long-distance service.

"After we receive the go-ahead to provide landline long-distance service, we \Vill price competitively
and offer customers the benefits offull-service communications packages, such as local, long-distance,
\\fireless and possibly security monitoring, cable TV and others," Nowick said.

"Ameritech \\-ill be a refreshing alternative to the 'Big Three' long- distance companies that currently
operate as a cozy cartel. They control 90 percent of the market and raise prices in lockstep -- at least
seven times since 1990. That's not competition and it's not benefiting consumers," NOVolick added.

In fact, industry research shows two out of three current long- distance customers are paying full price
for every call they make. As a result, the Big Three are charging two-thirds of their customers at non
discount prices.

Unlike many of the confusing calling plans offered by the 'Big Three,' Ameritech said it v.till offer
long-distance plans that are easy to understand and offer real value.

Under the Telecommunications Act of 1996, companies such as Ameritech must provide long-distance
service through a separate subsidiary. Ameritech Communications, Inc., created by Ameritech in 1994, is
required to obtain ICC approval to operate as a provider ofloca1 and long-distance service in illinois
because it is a separate and distinct company from Ameritech. .Ameritech Communications 'Nill start out
in business with no existing customers, no market share and no customer information from Ameritech.

Ameritech, one of the world's largest communications companies, helps more than 13 million
customers keep in touch. The company pro\.i.des a wide array oflocal phone, data and video services in



· illinois, Indiana, Michigan, Ohio and Wisconsin. Ameritech is creating dozens of new information,
entertainment and interactive services for homes, businesses, and governments around the world.

One of the world's leading cellular companies, Ameritech serves more than 1.9 million cellular and
750,000 paging customers and holds cellular interests in China, Norway and Poland. Ameritech O\\-TIS

interests in telephone companies in New Zealand and HWlgary and in business directories in Germany and
other countries. Nearly 1 million iuvestors hold Ameritech (NYSE: AlT) shares.

-0- 4/11/96
/CONTACT: Marybeth Jo1lllson of Ameritech, 312-750-5574; marybeth.jobnson@ameritecu.com/
IThe Ameritech logo is available via Wieck Photo Database, 214-392-0888.1
(NT)

co: Ameritech ST: illinois IN: TLS SU: PDT
Case No. U-l1053
Exhibi~ (~JC-:;

page 1 0 2
Copyright 1996 PR Newswire. All rights reserved
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TCG Detroit, Inc. ("TCG') submits this Initial Briefin accordance with the brienr.g schedule

established by the Administrative Law Judge in this proceeding regarding the 2.~plication of

Ameritech Communications, Inc. ("Amentech Communications") for a license to provide basic local

exchange service to ..\meritech ~llchigan and GTE ;'\"or-h, Inc. exchanges. In suppon or'lts Initial

Brief, TeG states as follows:

Introduction

On ~farch 1, 1996, :\rne:-itech Communications, purportedly pursuant to sec:;or:s 301, 3C:

and 303 of the :\1ichigan Telecor:lffilmications Act C:\fTA")l, filed its application tor a :icense to

pro\lide basic local exchange 5er-'1ce to the exchanges currently served solely by .;\meri;:ec~l ~1ic~jgan

and GTE ~-orth, Inc, respectively..-\..meritech Communications asserts in its application chat it v,ill

provide such basic local exchange se:-vice on a resold basis, and may eventuaily start ope:-ating as a

:Being \.fCL 484.2301, 484 2301 and 4842303, respectively.



facilities-based local exchange carrier (LEC) when it becomes "economically justifiable." ~ 5 of

Application Ameritech Communications also states that its request for a license to provide basic

local exchange service in these exchanges is part of its plans to offer its customers "one-stop

shopping" service, so as to allow customers to receive bundled local, long distance and other services.

~ oj ofApplication

The application by Arneritech Communications for certification to provide basic local

exchange service presents to the ?Ylic:ugan Public Service Commission ("Commission") a novel case

which recuires verv careful and skeptical scrutiny by the Commission. This application is the fi:st.. .
case in ?Yfichigan in which an affiliate of the incumbent monopoly provider of local exchange serv'ices

seeks certification to provide the same such services as the monopoly provider. .-\..meritech

Communications, Inc. is a wholly-o'xT:ed subsidiary of Ameritech Corporation (".-\..meritech"), which

is also the parent company of A.lT,eritech Michigan. Ameritech ;\1ichigan has been the monopoly

prOvider of basic local exchange service in its ser-/ice territories for almost a century.

Ameritech Communications states in Paragraph 18 of its application that .-\.meritech

Communications was formed to Novice interLATA telecommunications services in antic::Jation that

it would be allowed to do so under the terms of a proposed order filed bv the U. S. De::artl7lem of. ..

Justice or under then pending federal legislation. .A.meritech COl7lmurucatior.s asser:s that :he

resulting; legislation., the Federal Te:e-communications .-\ct of 1996 eFTA"), enables it as a "seoarate"- - .
affiliate of A..Ineritech Michigan, a Regional Bell Operating Company ("REOC"), to render

interLATA service subject to cer:ain structural and transactional requirements. ~~ 18 and 19 oj

App/icQlion AJ"neritech further asserts that it is seeking authority IrOm the Commission to provide

basic local exchange service so that it may develop and offer integrated packages of long distance a.nd



local services, 1.e. "one-stop shopping", once it has obtained approval pursuant to the FTA

Telecoinmunications Act. -! Tr 550-552 Ameritech Communications and its affiliate Arneritech

Michigan then contend in their presentations in this case that :\meritech has satistied these

requirements and that the mere existence of these requirements, as it intends to comply v.ith these

requirements, is sufficient to proeect consumers and ensure the grow1h of competition in the State.

3 Tr 275 However, as will be more fully explained below, even the record evidence available in this

case demonstrates that :\meritech ~fjchigan has not met the structural separation requirements

embodied in the FTA, 2 that the mere existence of a separate affiliate or the litany of structural

separation requirements CDntained in the FTA are not sufficient to "protect customers and the grov.1h

of competition" and that in a situation such as the one in this case in w·mch numerous affiliates exist,

there is an increased probability that the parent monopoly would engage in anti-competitive beha....icr

in order to obtain an uncompetitive advantage for its affiliate and subsidiary entities.

The paucity of informatien prO\ided by AJneritech in this case raises more questions regardir.g

its likely market behavior than it answers and clearly does not adequately addrt:ss these potential anti-

competitive concerns and. indeed, heightens such concerns. Therefore, it is critical that the

Commission skeptically scrutinize .-\meritech Communications' appli.:ation in this ':3.se, IOOK.:r:g

beyond its statements of its purported compliance with the various s,atuto~1 affiliate :-esuiremer:ts,

and require that the information necessary for the Commission to properly evaluate and 2.ddress t~ese

3..ffiliate and anti-competitive concerns before it decides whether tl'js is even a reai application for a

license for basic local exchange service, or simply a vehicle to circumvent competitive safe~Jard5.

:This was not an appropriate issue here in a licensing case under state law.

...

.)



Since TCG-Detroit is so firmly committed to fair competition in the local exchange, it is

naturally very reluctant to oppose any legitimate application for a license. However, this case lS so

transparent and unsupported it demonstrates the exception. Tbs application for a license if grar.:ed

is more likely to restrain competition and increase monopolization than the opposite. This

application, it seems, is not a legitimate request to provide basic local exchange ser,rice, since

Ameritech obviously already possesses that authority. For reasons set fonh below, TeG-Detroit reels

one license in the basic local exchange market for Ameritech is enough, and it opposes this Second

one.

A.rgument

1. THE EVIDE~CE Dl THIS CASE SHO\VS TR-\T A,rERITECR
COj\Th'I1J?'ilCAnONS' .-\PPLICATION FOR A LICE:\SE IS TO OBTAI:\ A

VEIDCLE IN \VIDCH TO CIRCU~rV"ENTCOMPETITIVE SAFEGUARDS
IN PROVID~G I\TIR-LATA SERVICE RATHER THAN A GENUINE
DESIRE TO PROVIDE BASIC LOCAL EXCHANGE SER\1CE

l~meritech Communications represents in its Application in this case that it cesires Co lice:1se

to provide basic local exchange service in Ameritech Yllchigan and GTE ;';onh's exchanges in

~fichigan and authority to pro\ide basic local exchange services on a resold basis. ~ 3ojApplfcC1:iCm

A.rneritech Communications the:1 ir:c.icates that it plans to offer its C:.lstomers "full service" Opt:G:'.s

and provide "one-stop shopping" ser"ice which would include long dis~3.jJce, local and other sc:-;:~es

~ -IojApplication Cross-examination of .\meritech's wit:lesses in ::-:is proceeding, r:O\Ve·Y2;. :;:c.~;es

.-\meritech's real objective in ;eq1.les,ing a license in this case more transparent..~JTIeritecn's ;-eal

intentions v.ith respect to its request for a license in this C:lse appa.rently are related less to a. :esire

to provide local exchange service, a.nd related more to an attempt to circ.lmvent the S'2.t\.;:cr:.,:

4



competitive safeguards for affiliates of incumbent monopoly Regional Bell Operating Companies

(RBOC) in connection v.ith the provision of imerLATA services.

The federal Telecommunications Act of 1996 authorizes a regional bell holding company to

offer interLATA long distance services both within and outside of their respective regions, provided

that the regional bell holding company complies with certain items contained on a so-called

"rompetitive checklist" set forth in Section 151 of the Act. -17 USC § ] 71 In its direct presemation

in this proceeding, Ameritech Communications attempts to demonstrate that its operating ar.d

corporate relationships with Ameritech and Ameritech ?viichigan, in cor.r.ection Mth its purported

desire to provide basic local exchange services and "one-stop shoPPlng" phone service, comply w::h

the requirements contained in the "competitive checklist" of Section 15: of the federai Act3 with

respect to the provision of interL\TA service. In doing so, Ameritech Cornmunicatior.s' true desire

appears to be to have the Commission., give, implicitly through the grant of a license to provide loc'al

exchange service, an imprimarurthar :\mentech has com;Jlied with the "competitive checklist" of the

FTA so as to enable it to then obtain approval to provide interLATA long distance se;-,;ice Cross-

examination of Ameritech Communications' witnesses demonstrate the true intentions for the request

for a license in this case.

For example, Ameritech" s o\.\/n witness David Teece admits that tne real foc:..:s or .-\JTieritec:-:

Communications' competitive interests lie in the market for lor.g distance services a;;c not 10c21

exchange service. Upon cross-examination \1:. Teece testitled:

Q. You would agree, also, that ACI since it's competing v..;ith
.--\mentecn ~Echigan for at least some business also should not
have access to certain information; carree!")

3'+7 esc § 271

5


